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I.  INTRODUCTION 


In  1988,  the  Social  Security  Administration's  Annual  Report  projected  that  the  Social 
Security  trust  fund  would  reach  $1 1 .8  trillion  by  the  year  2030  and  that  it  would  be  depleted 
by  2048.  However,  by  1 994,  the  Trustee's  report  projected  a  maximum  trust  fund  balance 
of  only  $3  trillion  by  2030,  and  the  projected  date  of  depletion  was  moved  up  nineteen  years 
to  2029.  This  represents  a  loss  of  $8.8  trillion,  or  three  fourths  the  balance,  in  only  six  years. 
Clearly  the  funding  for  the  baby  boom  generation's  retirement  fund  is  shaky,  at  best.  [Ref 
l:p.4] 

It's  no  secret  that  the  Social  Security  system  is  ailing.  A  random  poll  of  people  aged 
18  to  34  shows  that  46  percent  of  the  respondents  believe  there  are  UFOs,  but  only  25 
percent  believe  Social  Security  will  exist  when  they  retire  [Ref.  1 :  p.  4].  To  understand  why 
the  financing  for  the  baby  boom  generation's  retirement  and  beyond  is  in  trouble,  certain 
flaws  within  the  structure  of  Social  Security  must  be  brought  to  light. 

This  thesis  looks  at  the  Social  Security  system  from  its  inception  to  the  present, 
contrasting  its  original  role  of  social  insurance  with  its  present  diminishing  circumstances. 
The  two  main  areas  of  analysis  are  how  the  trust  fund  is  financed  and  the  method  by  which 
recipients  are  paid  their  benefits.  In  addition,  a  spreadsheet  analysis  will  determine  a  break¬ 
even  year,  in  which  a  low,  a  middle,  and  a  maximum  wage  earner  would  break  even  with 
Social  Security  benefits,  based  on  a  two-percent  rate  of  return  on  their  tax  investments. 
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The  next  step  is  to  analyze  how  this  break-even  year  would  change  for  the  same  wage 
earners,  using  a  more  realistic  rate  of  return  of  four  to  seven  percent.  This  higher  percent  is 
based  on  the  ability  to  invest  in  a  portfolio  of  stocks  and  bonds. 

A.  THE  SOCIAL  SECURITY  SYSTEM:  WHY  IS  IT  FLAWED? 

Because  Social  Security  began  on  the  heels  of  the  Great  Depression,  it  was  set  up 
around  the  social  and  economic  structures  of  that  time.  Despite  the  fact  that  today's 
economic  and  social  structures  are  different,  there  have  been  no  legislative  changes  in  the 
basic  stmcture  of  Social  Security. 

Peter  Ferrara,  author  of  Social  Security,  The  Inherent  Contradiction,  also  points  out 
that  the  source  of  many  of  today's  problems  with  Social  Security  stem  from  inherent  conflicts 
in  the  system's  objectives.  He  states  that  the  Social  Security  program  tries  to  serve  two 
contradictory  functions:  a  welfare  function  and  an  insurance  function.  Although  this  thesis 
focuses  on  a  particular  area  of  the  insurance  function,  namely  benefits,  it  is  impossible  to 
develop  the  problem  without  examining  some  key  points  regarding  the  welfare  function. 
[Ref  2:  p.  5] 

Through  the  benefit  structure  of  Social  Security,  there  are  many  ways  of  paying 
welfare  recipients.  In  many  cases,  people  receive  benefits  even  though  they  have  not  made 
past  tax  payments  into  the  system.  The  obvious  result  is  that  welfare  recipients  receive  far 
more  in  benefits  than  they  have  paid  into  the  system.  Conversely,  the  benefit  structure  of  the 
Social  Security  system  includes  elements  that  deny  benefits  to  individuals  based  on  lack  of 
need,  even  though  the  benefits  can  be  justified  on  the  basis  of  past  teix  payments.  The  final 
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result  in  these  cases  is  that  individuals  receive  less  than  they  have  paid  into  the  system.  [Ref. 

2:  p.  6] 

The  most  fatal  flaw  of  our  Social  Security  system  is  that  the  social  security  taxes  paid 
into  the  system  are  not  saved  and  invested  through  a  trust  fund,  as  in  private  insurance, 
savings,  or  pension  plans.  Instead,  they  are  paid  out  immediately  to  current  recipients  on  a 
pay-as-you-go  basis,  similar  to  that  of  a  welfare  program. 

This  means  that  the  individual  taxpayer,  over  the  course  of  a  lifetime,  loses  the 
interest  that  would  otherwise  accumulate.  If  the  money  were  invested,  the  taxpayer  would 
receive  much  greater  retirement  benefits  than  he  or  she  would  get  under  a  mature  pay-as-you- 
go  transfer  payment  scheme  like  Social  Security.  It  should  be  stated  that  a  PAYGO  system 
does,  in  fact,  generate  its  own  internal  rate  of  return  on  past  tax  payments  through  naturally 
increasing  taxes  on  future  generations.  However,  this  rate  of  return  is  far  below  the  return 
available  on  investments  in  productive  private  sector  alternatives. 

The  present  PAYGO  operation  of  the  Social  Security  system  also  means  that  there 
is  no  trust  fund  to  guarantee  future  benefit  payments.  Payroll  taxes  are  collected  from  current 
workers  and  transferred  to  Social  Security  beneficiaries  as  monthly  benefit  checks.  If  payroll 
taxes  exceed  benefit  payments,  the  Treasvuy  Department  credits  the  excess  to  Social  Security 
as  a  government  bond.  If  payroll  taxes  fall  short  of  benefit  payments,  the  Treasiuy  cashes 
in  enough  of  these  government  bonds  to  cover  the  deficit.  In  other  words,  trust  funds  are 
nothing  more  than  government  lOUs.  [Ref  3;  p.  18] 
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When  Social  Security  starts  cashing  in  its  bonds,  the  federal  government  must  raise 
taxes,  cut  government  spending,  borrow,  or  do  a  combination  of  all  three  to  redeem  these 
bonds.  Looking  to  the  future,  these  specific  budget  maneuvers  will  become  quite  large  and 
have  significant  economic  and  political  ramifications.  For  example,  according  to  the  1994 
Social  Security  Trustee's  report,  bond  redemptions  will  amount  to  $227  billion  in  2020  and 
$1  trillion  in  2035.  [Ref.  4;  p.  8] 

As  things  now  stand,  the  only  way  to  guarantee  future  benefits  is  for  future  taxpayers 
to  continue  to  bear  the  program's  tax  burden.  Thus,  this  PAYGO  financing  leaves  the 
program  vulnerable  to  threats  of  bankruptcy  and  makes  it  a  financially  insecure  means  for 
the  program's  participants  to  acquire  insurance  protection. 

B.  HOW  PRIVATIZATION  WILL  HELP 

This  thesis  shows  through  spreadsheet  analysis  that  allowing  individuals  to  conduct 
a  present  value  analysis  with  regard  to  their  taxes  and  benefits,  individuals  will  be  able  to  see 
just  how  much  they  have  been  affected  if  they  had  been  able  to  invest  in  an  IRA,  stocks, 
bonds,  etc.  to  ensure  a  greater  return  on  their  investments. 

A  present  value  analysis  is  directly  relevant  to  the  DoD/DoN's  future  budget 
considerations.  Allowing  individuals  to  see  just  how  well  they  could  be  doing  if  they  were 
to  invest  in  the  private  market  under  a  present  value  analysis  versus  Social  Security 
empowers  them  to  influence  to  lawmakers  to  rethink  the  value  of  Social  Security.  The 
lawmakers  could  then  realize  that  raising  social  security  taxes  or  other  taxes  would  be 
unnecessary.  Additionally,  spending  cuts  would  not  be  needed  to  support  a  possible  bailout 


4 


of  social  security.  Therefore,  by  not  raising  taxes  or  cutting  spending,  the  government  would 
allow  for  increased  defense  budgets. 

As  a  prelude  to  thinking  about  present  value,  policy  makers  need  to  understand  the 
enormous  effects  that  assumed  interest  rates  have  on  the  wealth  of  social  security 
participants.  Take  for  instance  a  quote  from  Carolyn  Weaver  in  an  article  addressing  Social 
Security  from  the  book  "The  FORTUNE  Encyclopedia  of  Economics"  edited  by  David  R. 
Henderson: 

According  to  a  study  by  the  Congressional  Research  Service,  a  worker  with  average 
earnings  who  retired  at  age  65  in  1940  got  back  the  retirement  portion  of  his  and  his 
employer's  taxes,  plus  interest,  in  a  mere  two  or  three  months.  [Ref.  5:  p.  298] 

Notice  that  the  author  fails  to  mention  the  specific  interest  rate  used  in  the  studies.  But  such 

an  interest  rate  is  crucial  in  determining  whether  or  not  an  individual  is  a  loser  or  a  gainer 

with  respect  to  his  benefits. 

This  thesis  uses  the  traditional  low  2%  rate  used  by  many  analysts  and  then  goes  on 
to  do  calculations  of  gains  and  losses  using  higher  more  realistic  rates  of  return  between  four 
and  seven  percent.  This  thesis  will  show  that  minimum  wage  earners  under  a  present  value 
analysis  with  varying  rates  of  return  manage  to  recover  their  taxes  using  the  minimum 
assumption  of  2  percent.  However,  even  a  minimum  wage  earner  will  start  to  lose  money 
even  under  a  modest  assumption  of  4  percent  real  rate  of  return. 

Average  wage  earners  recover  their  taxes  on  the  assumption  of  a  two  percent  real  rate 
of  return  and  real  rate  of  interest,  but  the  higher  rate  of  return  assumptions  mean  significant 
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losses  for  workers  retiring  in  1984  and  in  later  years.  To  make  matters  even  worse, 
maximum  wage  earners  have  net  losses  under  the  most  modest  assumption  of  a  two  percent 
real  rate  of  return  retiring  in  1992  and  never  see  recovery  of  their  taxes  for  the  higher  real 
rates  of  return  considered.  This  information  is  vital  to  all  individuals  who  are  presently 
paying  into  a  system  that  will  unlikely  give  them  the  retirement  benefit  that  the  private  sector 
could  provide. 
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II.  COMPUTATION  OF  SOCIAL  SECURITY  TAXES  AND  BENEFITS 


The  first  part  of  the  thesis  will  show  how  the  taxes  that  individuals  pay  into  the  Social 
Security  Trust  Fund  are  computed.  In  order  to  follow  the  calculations,  the  reader  must 
understand  a  few  assumptions. 

A.  ASSUMPTIONS 

The  following  is  a  list  of  assumptions  used  in  the  calculation  of  Social  Security  taxes: 

•  All  taxes  were  paid  from  the  start  of  Social  Security,  1937,  or  when  an  individual 
turned  21  years  of  age,  whichever  is  later. 

•  Three  wage  groups  were  used  in  this  analysis:  minimum,  average,  and  maximum 
wage  earners. 

•  The  Old-Age  Survivors  Insurance  (OASI),  including  the  employee's  and 
employer's  portions,  is  the  only  part  of  the  Social  Security  tax  that  will  be 
analyzed. 

•  All  individuals  will  begin  working  at  the  age  of  21  and  will  work  continuously 
imtil  the  age  of  65. 

B.  YEARS  OF  ANALYSIS 

This  thesis  will  examine  the  taxes  paid  into  the  Social  Security  system  from  1979  to 
the  present,  as  well  as  the  benefits  received  from  Social  Security  during  the  same  period. 
Social  Security  amendments  that  took  effect  in  1979  changed  the  method  by  which  benefits 
were  calculated.  Therefore,  this  thesis  will  focus  on  the  years  after  the  changes  took  effect. 
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It  is  important  to  note  that  the  method  by  which  taxes  are  paid  into  Social  Security  was  not 
affected  by  the  amendments. 

1.  Social  Security  Earnings  for  Minimum,  Average  and  Maximum  Wage 
Earners 

Table  2.1,  outlines  the  earnings  and  tax  rates  used  to  calculate  the  amount  of  taxes 

paid  into  Social  Security  by  the  three  wage-earning  groups  analyzed  in  this  thesis. 

C.  COMPUTING  OLD-AGE  SURVIVORS  INSURANCE  TAXES  PAID  TO 
SOCIAL  SECURITY 

Based  on  the  assumptions  described  in  section  A  above,  a  spreadsheet  is  used  to 
calculate  the  taxes  paid  into  Social  Security  in  any  given  year  by  a  minimum,  average  or 
maximum  wage  earner  between  21  and  64  years  of  age.  For  example,  an  individual  earning 
the  minimum  wage  retires  at  age  65  in  1990.  This  individual  would  have  started  working 
in  1946  at  age  21  and  would  have  continued  to  work  through  1989  at  age  64.  He  now  wants 
to  calculate  the  amount  of  taxes  he  and  his  employer  have  paid  into  Social  Security.  The 
calculation  would  start  in  1946  when  the  individual  earned  $832.  He  would  then  multiply 
this  $832  by  the  corresponding  tax  rate  for  the  employer  and  the  employee,  which  are 
identical.  The  calculation  looks  like  this: 

($832*1.0%)  +  ($832*1.0%)  ==  $16.64 

This  individual  would  have  paid  $16.64  into  Social  Security  in  1946.  To  determine  his 
lifetime  Social  Security  payment,  he  would  do  this  calculation  for  each  year  until  the  age  of 
sixty-four  (64). 
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D.  CONSUMER  PRICE  INDEX  ADJUSTMENT 


After  calculating  the  amount  of  taxes  paid  into  Social  Security,  an  adjustment  must 
be  made  to  bring  past  dollar  values  up  to  present  day  values.  For  instance,  the  above 
individual  who  paid  $16.64  in  Social  Security  taxes  in  1946  needs  to  know  how  much  that 
amount  is  worth  in  1990,  when  he  retires.  Using  the  consumer  price  indexes  for  major 
expenditure  classes,  the  individual  can  do  this  calculation  easily.  He  would  take  the  $16.64 
paid  in  1 946  and  multiply  it  by  the  index  amount  for  1 989,  or  1 24.0.  Because  the  individual 
is  going  so  far  back  to  calculate  the  amount,  two  overlapping  tables  that  cover  the  entire 
period  are  needed.  Appendices  A  and  B  are  the  two  tables  that  were  used  for  purposes  of  this 
thesis.  Appendix  A  is  the  Consumer  price  indexes  for  major  expenditure  classes  from  1935- 
1960  and  Appendix  B  is  Consumer  price  indexes  for  major  classes  from  1950-1994.  After 
multiplying  $16.64  by  124.0,  the  individual  then  divides  by  a  cross-over  amount  on  both 
lists.  For  this  thesis,  1950  is  the  crossover  year  and  the  amount  is  24.0.  The  last  two  steps 
are  to  multiply  by  102.8,  the  corresponding  amount  for  1950  on  the  second  list,  and  to  divide 
by  83.4,  the  CPI  for  1946,  the  base  year  of  this  calculation.  The  calculation  is  simplified 


below: 

Amount 

CPI  for  1989 

CPI  for  195011994  valuel 

$16.64 

* 

124.0 

/  24.1 

CPI  for  1950fold  valuel 

CPI  for  1946 

=  Taxes  paid  in  1990  S 

*  102.8 

/  83.4 

$105.53 
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The  result  of  this  calculation  is  $105.53.  In  other  words,  $16.64  of  taxes  in  1946  are  worth 
$105.53  in  1990  dollars.  This  calculation  is  easily  done  on  a  spreadsheet  for  all  years  from 
the  time  an  individual  turns  21  until  retirement  at  the  age  of  65. 

E.  CALCULATING  SOCIAL  SECURITY  BENEFITS 

The  calculation  of  benefits  has  never  been  based  directly  on  one's  payroll  tax 
contribution,  but,  rather,  on  earnings  upon  which  the  taxes  are  paid.  The  process  by  which 
benefit  payments  are  related  to  past  earnings  has  changed  frequently  over  the  course  of  Social 
Security's  history,  but  the  basic  idea  has  remained  roughly  the  same.  First,  some  measure  of 
a  worker's  average  monthly  earnings  subject  to  Social  Security  taxes  over  a  number  of  years 
is  calculated.  Then,  a  "progressive"  benefit  formula  is  applied  to  this  earnings  measure  to 
determine  the  basic  monthly  benefit  amoimt.  The  current  benefit  calculation  process, 
outlined  in  the  1977  amendments  to  the  Social  Security  Act,  took  effect  in  1979. 

1.  Calculating  Average  Indexed  Monthly  Earnings 
The  first  step  is  to  compile  all  earnings  from  the  time  the  individual  turned  22  or  from 
1951,  whichever  is  later,  until  the  individual  turned  62.  For  instance,  if  an  individual  turned 
62  in  1981,  which  we  will  call  the  benchmark  year,  then  1951  would  be  later  than  the  age 
at  which  the  individual  turned  21.  If  an  individual  turned  62  in  1992,  then  the  individual 
turned  22  in  1952;  since  that  date  is  later  than  1951,  he  would  start  his  compilation  in  1952. 

The  next  step  is  to  find  out  how  many  calendar  years  will  go  into  the  calculation. 
First,  take  the  benchmark  year  or  the  year  at  which  an  individual  turned  62,  and  then  subtract 
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1951  or  the  year  in  which  an  individual  turned  22,  whichever  is  later.  After  reaching  that 
number,  subtract  five,  which  accounts  for  an  individual's  five  lowest-earning  years  up  to,  but 
not  including,  age  62.  For  example,  an  individual  who  had  a  benchmark  year  of  1 982  would 
subtract  195 1  to  get  an  answer  of  3 1  years.  Subtracting  five  from  this  value  leaves  26,  which 
is  the  number  of  years  of  earnings  that  will  go  into  the  calculation  of  AIME,  excluding  the 
year  in  which  he  turned  62.  An  individual  who  would  have  a  benchmark  year  of  1992  would 
subtract  1952  to  get  an  answer  of  40.  Subtracting  five  from  this  value  leaves  35  years  of 
earnings  with  which  to  calculate  AIME. 

The  next  step  in  calculating  the  AIME  is  to  determine  the  "monthly  divisor,"  which 
involves  nothing  more  than  multiplying  the  number  of  years  of  earnings  by  12.  The 
individual  with  a  benchmark  year  of  1982  would  have  a  monthly  divisor  of  312,  and  the 
individual  with  a  benchmark  year  of  1992  would  have  a  monthly  divisor  of  420.  [Ref.  6:  p. 
256] 

2.  Indexing  Wages 

An  individual  must  now  make  an  inflation  adjustment  for  all  earnings  subject  to 
Social  Security  tax  in  the  years  up  to  and  including  the  year  in  which  he  would  turn  60.  This 
is  done  by  multiplying  an  indexing  factor  to  the  wage  an  individual  receives.  This  indexing 
factor  is  calculated  by  taking  the  average  national  wage  in  the  year  an  individual  turns  60  and 
dividing  that  by  the  average  national  wage  for  the  year  to  be  indexed.  For  administrative 
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purposes,  wages  earned  at  age  60  or  later  are  left  at  their  nominal  values  in  the  indexing 
process.  This  process  can  be  seen  on  spreadsheets  in  the  Appendices. 

The  final  calculation  to  determine  an  individual's  AIME  is  to  take  the  indexed 
earnings  and  sum  them  up  using  the  number  of  highest-earning  years  and  then  dividing  by 
the  calculated  monthly  divisor.  This  will  give  an  AIME.  [Ref.  6:  p.  257] 

3.  Calculating  Primary  Insurance  Amount  (PIA) 

The  primary  insurance  amount  (PIA)  is  the  basic  monthly  benefit  paid  to  someone 
who  has  stopped  working  and  has  begun  to  collect  benefits  at  the  normal  retirement  age  of 
65,  as  assumed  in  this  thesis.  To  calculate  PIA,  an  individual  first  needs  a  "bendpoint  table." 
These  bendpoints  are  the  PIA's  formula  wage  indexing,  if  you  will.  They  are  determined  for 
each  cohort  when  he  reaches  age  62,  and  remain  fixed  thereafter.  Bendpoints  are  increased 
for  each  successive  cohort  to  keep  pace  with  average  wage  growth  in  the  economy. 
Bendpoints  for  purposes  of  this  thesis  can  be  found  in  Appendix  C.  For  example,  take  an 
average  wage  earner  with  a  benchmark  year  of  1982.  This  individual's  calculation  for  his 
AIME  came  to  $1200.  He  would  go  to  the  bendpoint  table  and  look  up  the  bendpoints  for 
1982.  Here,  the  individual  would  find  the  method  to  calculate  his  PIA.  He  would  take 
$207.00  plus  32%  of  the  excess  of  $230  dollars,  which  would  be  $1200-$230=$970.  The 
entire  calculation  would  look  like  this: 

$970  X  32%=$310.40  +  $207.00=$517.40 

This  $517.40  would  be  the  PIA  an  individual  would  receive  at  age  62.  However,  for  the 
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purposes  of  this  thesis,  we  are  assuming  an  individual  will  retire  at  age  65.  This  would  entail 
multiplying  by  1+  Cost-Of-Living -Allowance  (COLA)  for  each  year  leading  up  to  age  65. 
This  Cost-Of-Living  Allowance  is  an  indexing  procedure  that  adjusts  automatically  for 
changes  in  wage  and  price  levels.  These  COLA  percentages  can  be  found  in  Appendix  D. 

In  the  above  instance,  the  individual  would  multiply  $517.40  by  1.074,  or  1+.074, 
which  is  the  COLA  rate  for  1982.  This  value  would  become  $555.68.  The  individual  would 
repeat  this  calculation  for  1 983  and  1 984,  which  would  give  him  the  PIA  amount  he  would 
receive  in  January  1985  when  he  would  turn  65.  Finally,  for  the  purposes  of  this  thesis, 
multiplying  that  amoimt  by  12  yielded  a  yearly  benefit  amount  in  order  to  do  present  value 
calculations.  [Ref  7] 
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III.  COMPARISON  OF  SOCIAL  SECURITY  TAXES  AND  BENEFITS  IN 

PRESENT  VALUE  TERMS 


In  order  to  do  a  present  value  analysis,  an  interest  rate  must  be  assumed.  What  is  a 
reasonable  interest  rate  to  assume?  Social  Security  analysts  tend  to  use  two  percent,  based 
on  the  long-term  real  rate  of  return  on  bonds.  However,  this  is  far  below  what  taxpayers 
could  earn  if  they  instead  invested  their  Social  Security  taxes  in  a  broad  portfolio  of  stocks 
or  mutual  funds  over  the  same  period. 

In  his  book.  Stocks  for  the  Long  Run,  Jeremy  Siegel  provides  an  historical  look  at  the 
real  rate  of  return  for  both  stocks  and  bonds  over  the  past  two  centuries.  The  average  real, 
or  after-inflation,  compound  return  on  stocks  has  been  6.7  percent  per  year.  The  same 
average  real  rate  of  return  for  long-term  bonds  has  varied  greatly  during  the  past  two 
centuries.  The  real  rate  of  return  for  bonds  has  been  as  high  as  4.5  to  five  percent  during  the 
early  years  of  the  survey,  1816-1876,  and  as  low  as  1 .7  percent  during  the  last  70  years.  pR.ef 

8:  p.  12] 

A  range  of  percentages  will  be  used  for  the  purposes  of  this  thesis.  Two,  four,  and 
five  percent  will  cover  the  conservative  investor,  whose  portfolio  is  heavily  weighted  with 
bonds.  Additionally,  two  percent  will  represent  the  real  rate  of  return  that  tax  payers  can 
expect  to  earn  on  taxes  paid  into  the  Social  Security  trust  fund.  The  higher  percentages  of 
six  and  seven  percent  will  be  used  for  the  higher-risk  investor,  whose  portfolio  is 
concentrated  in  stocks.  To  conduct  a  present  value  analysis  of  taxes  paid  versus  benefits 
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received,  the  reader  needs  to  understand  the  calculations  involved  to  arrive  at  these  values 


for  both  taxes  and  benefits. 

A.  CALCULATING  TAXES  PAID  IN  PRESENT  VALUE  DOLLARS 

On  the  spreadsheets  for  taxes  paid,  see  Appendices  F  thru  U,  the  column  labeled 
"taxes  paid  present  value  dollars"  shows  the  amount  an  individual's  taxes  paid  would  be 
worth  upon  retirement  at  age  65  in  a  given  year  between  1982-1994. 

The  calculation  is  fairly  simple.  First,  let's  say  a  minimum  wage  earner  turned  65  in 
1994.  This  individual  wants  to  know  how  much  money  he  has  paid  into  Social  Security  from 
the  age  of  2 1 ,  using  various  real  rates  of  return.  For  instance,  in  1 95 1 ,  when  the  individual 
turned  21,  he  would  have  earned  $266.76  in  CPI-adjusted  dollars.  To  calculate  how  much 
this  money  would  be  worth  in  present  value  dollars  at  a  real  rate  of  return  of  two  percent,  this 
formula  applies: 

Wage  earned  for  given  year  *  (1+  real  rate  of  return)  '^(Benchmark  year-year 
wages  earned) 

This  would  translate  into  numbers  thusly: 

$266.76  *  (H-.02)^(1994-1951) 

This  calculation  would  be  done  for  every  successive  year  from  1 95 1  through  1 994.  The  great 
advantage  to  this  calculation  is  that  an  individual  can  see  various  present  values  of  taxes  paid 
had  he  been  able  to  use  real  rates  of  return  higher  than  the  two  percent  put  forth  by  Social 
Security  analysts. 
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B.  CALCULATING  BENEFITS  IN  PRESENT  VALUE  DOLLARS 

An  individual  who  wishes  to  calculate  his  benefits  in  present  value  terms  can  do  so 
very  easily  by  using  a  spreadsheet  to  do  the  math.  First,  he  would  take  the  PI  A  amount 
determined  by  the  benefit  formula  after  accounting  for  inflation  to  the  age  of  65.  As 
discussed  previously,  the  benefit  formula  arrives  at  a  PIA  amount  based  on  retirement  at  62. 
Since  this  thesis  assumes  that  an  individual  will  continue  to  work  until  the  age  of  65,  the 
spreadsheets  show  three  COLA  calculations  that  make  the  PIA  amount  consistent  with  what 
an  individual  would  receive  at  age  65. 

After  taking  the  PIA  amount,  which  is  a  monthly  rate,  the  next  step  is  to  multiply  by 
12  to  get  an  annual  amount.  This  amount  would  be  plugged  into  a  Present  Value  Formula 
within  the  spreadsheet  In  this  case,  an  individual  would  plug  in  the  PIA  amoimt,  a  number 
of  periods  which,  according  to  the  assumptions  of  this  thesis,  equal  the  remaining  life 
expectancy  for  a  male  after  reaching  the  age  of  65  in  a  given  year,  and  a  real  rate  of  interest. 
For  example,  a  minimum  wage  earner  retiring  at  age  65  in  1994  would  have  received  an 
annual  amoxmt  of  $6472.06.  Using  a  life  expectancy  of  15.2  years  and  a  real  interest  rate  of 
two  percent,  the  spreadsheet  would  return  a  value  of  $84,148.12.  This  is  the  amoimt  of 
money  that  individual  would  expect  to  receive  in  benefits  if  he  were  to  meet  his  life 
expectancy. 
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c. 


COMPARISON  OF  PRESENT  VALUE  TAXES  AND  BENEFITS 


The  crux  of  this  thesis  is  the  following  present  value  comparison  of  taxes  paid  and 
benefits  paid,  based  on  the  data  gathered.  Put  simply,  a  minimum  wage  earner  who  retired 
at  age  65  can  look  at  the  amount  of  taxes  paid  into  Social  Security  and  the  value  of  that 
money,  using  various  real  rates  of  return,  from  the  two  percent  of  Social  Security  and  bonds 
through  the  seven  percent  earned  in  a  portfolio  of  stocks.  The  individual  can  then  compare 
the  amount  of  taxes  paid  into  the  trust  fund  with  the  amount  of  benefits  he  would  receive  in 
present  value  terms.  An  important  note:  for  purposes  of  this  analysis,  all  individuals  will 
be  assumed  to  live  until  their  life  expectancy. 

1.  Minimum-Wage  Earner  -  Various  Interest  Rates 

As  Table  3.1  shows,  a  minimum  wage  earner  at  various  interest  rates  has  a  wide 
ranging  net  present  value  gain  or  loss.  An  individual,  assuming  a  2%  interest  rate  (real  rate 
of  return),  finds  that  in  net  present  value  terms,  he  wall  always  get  back  more  in  benefits  than 
paid  in  taxes. 

An  individual,  assuming  a  4  percent  interest  rate,  finds  the  first  break-even  point  at 
a  retirement  age  of  65  following  1990.  Even  more  alarming  is  the  break-even  point  for  an 
individual  assuming  a  very  low  interest  rate  of  5  percent  finds  that  in  a  present  value  analysis, 
an  individual  retiring  after  year  1983  finds  negative  net  present  values  from  1984  on.  Any 
minimum  wage  earner  assuming  an  interest  rate  higher  than  6  percent  finds  nothing  but 
negative  net  present  values  from  the  inception  of  Social  Security  changes  to  present  day. 

A  minimum  wage  earner,  assuming  a  6  percent  real  interest  rate  or  higher  for  the  amount  of 
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taxes  he  would  have  paid  into  Social  Security  for  his  entire  lifetime,  would  never  receive 
dollar  one  more  in  benefits  than  paid  in  taxes  even  if  the  individual  lived  to  his  life 


TABLE  3.1 

Net  Present  Value  Position  of  Minimum  Wage  Earner 
at  Various  Retirement  Years  and  Various  Interest  Rates* 


YEAR  OF  RETIREMENT 
AT  AGE  65 

2% 

REAL  INTEREST  RATES 
'*%  1  5%  1  6% 

7% 

1982 

$ 

28,716.10 

$ 

13,083.22 

$ 

3,965.06 

$ 

(6,564.83) 

$ 

(19,066.52) 

1983 

$ 

29,184.55 

$ 

12,517.69 

$ 

2,723.14 

$ 

(8,631.64) 

$ 

(22,149.55) 

1984 

$ 

26,610.66 

$ 

8,968.78 

$ 

(1,518.18) 

$ 

(13,753.04) 

$ 

(28,390.18) 

1985 

$ 

25,301.00 

$ 

6,458.95 

$ 

(4,867.60) 

$ 

(18,169.89) 

$ 

(34,173.23) 

1986 

$ 

26,942.46 

$ 

6,625.52 

$ 

(5,637.71) 

$ 

(20,079.71) 

$ 

(37,497.94) 

1987 

$ 

26,649.32 

$ 

18,879.55 

$ 

(9,088.58) 

$ 

(24,603.72) 

$ 

(43,858.16) 

1988 

$ 

28,251.62 

$ 

4,090.02 

$ 

(10,756.74) 

$ 

(28,444.98) 

$ 

(50,006.20) 

1989 

$ 

29,271.70 

$ 

2,762.08 

$ 

(13,630.26) 

$ 

(33,243.25) 

$ 

(57,246.14) 

1990 

$ 

31,755.14 

$ 

2,225.15 

$ 

(16,059.46) 

$ 

(38,204.87) 

$ 

(65,321.98) 

1991 

$ 

31,702.64 

$ 

(503.26) 

$ 

(20,746.21) 

$ 

(45,242.04) 

$ 

(75,549.22) 

1992 

$ 

32,589.67 

$ 

(2,251.90) 

$ 

(24,391.55) 

$ 

(51,378.90) 

$ 

(85,002.61) 

1993 

$ 

32,280.86 

$ 

(5,367.14) 

$ 

(29,559.83) 

$ 

(59,276.82) 

$ 

(96,576.91) 

1  $  30,893.47  $  (8,886.45) 

*Parantheses  indicate  a  negative,  thus  implying  a  net  loss 

$ 

(34,639.86) 

$ 

(66,414.68) 

$ 

(106,450.03) 

expectancy  after  age  65.  In  other  words,  a  minimum  wage  earner  who  could  have  been 
putting  his  taxes  into  the  stock  market  over  his  entire  lifetime  of  work  and  retiring  at  the  age 
of  65  after  1982  would  never  receive  Social  Security  benefits  equaling  the  amount  of  taxes 
paid  into  this  system. 


19 


As  Graph  3.1  depicts,  a  minimum  wage  earner  assuming  a  5  percent  real  rate  of 
return  retiring  after  1983  starts  to  see  red  with  regards  to  a  net  present  value  analysis  of 
benefits  received  and  taxes  paid. 
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This  graph  representing  a  minimum  wage  earner,  assuming  a  5  percent  real  rate  of 
return,  shows  how  drastically  individuals  lose  with  regards  to  Social  Security  even  under 
conservative  assumptions. 

2.  Average-Wage  Earner  -  Various  Interest  Rates 

As  Table  3.2  depicts,  an  average  wage  earner's  net  present  value  analysis  is  even 
bleaker  than  an  individual  making  minimum  wage,  as  one  would  expect.  However,  an 


TABLE  3.2 


Net  Present  Value  Position  of  Average  Wage  Earner 
at  Various  Retirement  Years  and  Various  Interest  Rates* 


YEAR  OF  RETIREMENT 
AT  AGE  65 

2% 

REA 

4% 

lL  INTEREST  RA1 
5% 

HES 

6% 

7% 

1982 

$  32,305.21 

J  4,653.35 

$  (12,103.16) 

$  (31,927.02) 

$  (55,983.93) 

1983 

$  32,138.29 

$  2,498.91 

$  (15,598.28) 

$  (37,095.06) 

$  (63,262.58) 

1984 

$  27,195.27 

$  (4,410.76) 

$  (23,918.04) 

$  (47,226.07) 

$  (75,728.14) 

1985 

$  24,095.20 

$  (9,835.79) 

$  (30,990.15) 

$  (56,413.53) 

$  (87,654.28) 

1986 

$  23,349.84 

$  (12,898.17) 

$  (35,615.23) 

$  (63,000.80) 

$  (96,739.79) 

1987 

$  23,991.32 

$  (15,535.61) 

$  (40,407.70) 

$  (70,464.61) 

$  (107,571.86) 

1988 

$  22,609.24 

$  (20,364.95) 

$  (47,587.50) 

$  (80,606.00) 

$  (121,488.13) 

1989 

$  24,652.79 

$  (22,818.61) 

$  (52,946.38) 

$  (89,539.28) 

$  (278,515.23) 

1990 

$  23,734.19 

$  (28,830.40) 

$  (62,407.66) 

$  (103363.20) 

$  (154336.97) 

1991 

$  21,909.98 

$  (35,524.60) 

$  •  (72,504.30) 

r$  (117,838.62) 

$  (174,524.55) 

1992 

$  21,560.22 

$  (40,615.16) 

$  (80,968.66) 

$  (130,693.12) 

$  (193,165.12) 

1993 

$  22,030.15 

$  (45,532.00) 

r$  (89,658.19) 

$  (144,271.55) 

$  (213,182.56) 

1994 

$  18,092.80 

$  (53,849.55) 

T  (101,175.78) 

$  (160,002.76) 

$  (234,509.99) 

[  raranmeses  indicate  a  negative,  thus  implying  a  net  loss.  | 
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average  wage  earner,  assuming  a  2  percent  real  interest  rate,  will  still  receive  a  net  present 
value  gain  in  benefits  over  taxes  paid  into  Social  Security  through  the  years  of  analysis  for 
this  thesis. 

However,  an  individual,  assuming  a  four  percent  interest  rate,  finds  a  break-even  year 
at  1983.  An  average  wage  earner,  assuming  a  four  percent  interest  rate,  will  start  to  lose 
money  retiring  at  age  65  from  1984  on  to  present  day.  An  individual  who  would  retire  in 
1994  at  age  65  has  a  net  present  value  loss  of  over  54,000  dollars.  This  amount  nearly 
doubles  for  an  individual,  if  we  assume  an  interest  rate  of  five  percent. 

An  average  wage  earner,  assuming  an  interest  rate  higher  than  five  percent,  receives 
a  negative  net  present  value  analysis  for  the  entire  period  covered  within  this  thesis.  It  can 
also  be  assumed  that  without  any  changes  in  the  structure  of  Social  Security,  these  figures 
will  look  even  bleaker  for  individuals  retiring  in  years  following  1994. 

As  Graph  3.2  depicts,  there  is  a  sharp  decline  in  losses  for  individuals  earning  an 
average  wage  under  the  assumption  of  a  five  percent  real  rate  of  return.  These  losses  for  an 
average  wage  earner  are  very  significant.  It  shows  how  worse  off  an  individual  earning  an 
average  wage  is,  under  present  value  analysis,  than  if  he  had  been  able  to  invest  his  taxes  into 
mutual  funds  or  even  the  stock  market. 

3.  Maximum  Wage  Earner  -  Various  Interest  Rates 

As  Table  3.3  reflects,  a  maximum  wage  earner,  assuming  a  two  percent  interest  rate, 
will  have  a  net  present  value  gain  through  1991.  Any  individual  retiring  after  1 99 1  at  the  age 
of  65  will  receive  a  negative  net  present  value  return  on  his  benefits.  The  data  also  shows 
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that  using  the  minimum  assumption  of  a  two  percent  interest  rate,  a  conservative  estimate 
used  by  Social  Security  analysts,  maximum  wage  earners  retiring  today  will  never  recover 
taxes  paid  into  Social  Security. 


GRAPH  3.2 


TABLE  3.3 


Net  Present  Value  Position  of  Maximum  Wage  Earner 
at  Various  Retirement  Years  and  Various  Interest  Rdtes* 


Additionally,  any  maximum  wage  earner,  using  an  interest  rate  greater  than  four 
percent,  will  never  recover  his  amount  of  taxes  paid  into  Social  Security  since  the  inception 
of  the  Social  Security  Amendments,  which  for  people  retiring  at  the  age  of  65  took  effect 
in  1982. 

As  Graph  3.3  indicates,  a  maximum  wage  earner  has  a  sharp  downward  sloping  net 
loss  in  benefits,  assuming  a  very  conservative  five  percent  real  rate  of  return.  An  individual 
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retiring  in  1994  at  the  age  of  65  would  have  a  net  present  value  loss  of  $185,097.06.  This 
amount  of  money  for  a  maximum  wage  earner  is  considerably  high.  As  the  above  data 
depicts,  the  majority  of  people,  using  various  assumptions  for  real  interest  rates,  incur  a  net 
present  value  loss. 
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Net  Gam  or  Loss 


IV.  RECOMMENDATIONS  AND  CONCLUSIONS 


Using  present  value  analysis,  this  thesis  set  forth  to  determine  whether  or  not 
individuals  are  as  well  off  or  worse  off  using  the  government  as  their  broker.  The  data  and 
the  analysis  show  quite  clearly  that  Social  Security  does  not  provide  pensions  as  well  as  the 
private  sector  can. 

A.  CONCLUSIONS  PRESENTED  FROM  ANALYSIS 

The  first  conclusion  one  can  draw  from  this  thesis  is  that  individuals  have  the  ability 
to  calculate  the  taxes  they  have  paid  into  Social  Security,  as  well  as  the  benefits  they  should 
receive  if  they  retire  at  the  age  of  65.  Most  Americans  take  Social  Security  for  granted  in 
that,  once  they  retire,  they  accept  their  monthly  check  without  ever  asking:  what  is  the  rate 
of  return  on  my  investment— i.e.,taxes  paid— from  Social  Security?  When  the  government 
tells  individuals  they  will  recover  their  taxes,  they  do  not  take  into  account  the  time  value  of 
money.  That  is,  a  dollar  yesterday  is  worth  more  than  it  is  today. 

Only  a  present  value  analysis  of  taxes  and  benefits  can  show  an  individual  what  his 
taxes  are  actually  worth,  given  some  real  rate  of  return  and  what  his  benefits  will  be  worth 
given  the  same  interest  rate  over  his  life  expectancy. 

The  data  and  analysis  in  Chapter  III  clearly  show  that  the  majority  of  people  in  all 
wage-earning  groups  have  a  net  present  value  loss  when  comparing  their  taxes  and  benefits. 
The  only  way  to  conclude  that  any  individuals  experience  a  net  gain  is  to  assume  an 
artificially  low  real  rate  of  return  on  the  order  of  two  percent,  which  is  used  by  the  Social 
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Security  Administration  itself.  Even  so,  trends  show  that,  as  we  approach  the  21st  century, 
net  gains  are  declining.  The  data  indicate  that,  under  present  value  analysis,  all  individuals 
will  become  losers  with  respect  to  their  taxes  paid  into  Social  Security. 

1.  Private  Institutions  Provide  Insurance 

The  insurance  function  of  Social  Security,  on  which  this  thesis  concentrates,  could 
be  served  by  private  institutions  in  the  free  market.  The  money  that  people  presently  are 
paying  in  Social  security  taxes  could  be  used  to  buy  insurance  and  investments,  stocks, 
mutual  funds,  etc.,  that  would  cover  any  type  of  contingency  an  individual  might  face. 

As  the  Tables  in  Chapter  III  demonstrated,  most  individuals  from  any  wage  group, 
assuming  a  greater  than  six  percent  real  interest  rate,  would  never  be  able  to  recover  the 
amount  of  taxes  paid  into  Social  Security.  Instead  of  individuals  paying  taxes  into  a  system 
that  provides  no  significant  real  rate  of  return,  taxpayers  could  take  that  money  and  invest 
it  in  productive  assets  to  earn  a  higher  rate  of  return.  Using  the  data  this  thesis  provided,  the 
next  step  would  be  to  find  out  how  much  of  either  the  employee's  or  the  employer's  portion 
of  the  tax  could  be  given  to  individuals  to  invest  in  the  private  sector.  Analysis  could  show 
that  a  portion  could  be  given  to  an  individual,  while  the  remainder  could  go  toward  paying 
current  beneficiaries  who  are  presently  in  the  system  collecting  retirement  checks. 

This  change  would  help  in  a  variety  of  ways.  As  stated  in  the  Introduction,  Social 
Security  is  headed  for  bankruptcy  in  2029.  Various  alternatives  should  be  explored  to  avoid 
a  predicted  disaster.  By  allowing  individuals  to  opt  out  of  Social  Security,  the  government 


28 


could  pay  off  current  beneficiaries  with  a  portion  of  the  OASI  tax  and  allow  certain 
individuals  greater  prosperity  from  the  opportunity  to  invest  in  the  private  sector. 

2.  DoD/DoN  Applications 

The  chain  reaction  of  allowing  individuals  to  invest  in  the  private  sector  would  have 
major  effects  on  the  budgetary  process.  If  Social  Security  is  allowed  to  bail  itself  out  by 
letting  individuals  opt  out,  general  taxes  will  not  be  raised  as  much  to  help  pay  off  future 
beneficiaries.  In  turn.  Defense  budgets  that  are  already  being  cut  in  times  of  budgetary 
constraints  will  be  under  less  pressure.  The  DoD/DoN  will  benefit  directly  from  people's 
ability  to  earn  a  better  retirement  by  investing  in  their  own  futures. 

B.  RECOMMENDATIONS  FOR  FUTURE  THESIS 

This  thesis  put  Social  Security  under  a  present  value  analysis  microscope.  What 
further  studies  can  be  done?  Though  there  are  many  possibilities,  I  believe  the  best  avenue 
to  examine  is  privatization. 

1.  Privatize  Social  Security 

Using  the  data  in  this  thesis,  a  spread  sheet  could  be  used  to  determine  how  much 
of  the  employee's  or  employer's  tax  an  individual  would  need  to  receive  in  order  to  do  better 
by  investing  in  the  free  market.  The  rest  of  the  tax  would  be  used  to  pay  off  current 
beneficiaries  within  Social  Security.  A  researcher  could  search  for  a  break-even  age  under 
which  an  individual  would  be  better  off  by  investing  in  the  private  sector  with  a  small 
percentage  of  his  OASI  tax  than  by  remaining  in  Social  Security. 
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It  is  important  to  understand  that  this  thesis  did  not  consider  the  welfare  function  of 
Social  Security.  A  more  complete  analysis  would  estimate  an  actuarial  value  of  the  survivor 
benefit  portion  of  Social  Security  and  would  add  this  benefit  to  the  benefit  stream  completed 
in  Chapter  III. 

Unless  Social  Security  is  drastically  reformed,  taxes  must  increase  to  pay  off  future 
beneficiaries,  and/or  benefits  must  decrease.  By  privatizing  the  system,  we  could  avoid  this 
dismal  scenario. 
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APPENDIX  A.  CONSUMER  PRICE  INDEXES  FOR  MAJOR  EXPENDITURE 
CLASSES,  1935-60  (FOR  ALL  URBAN  CONSUMERS;  1947-49=100) 


PERIOD 

ALL  ITEMS 

1935 

58.7 

1936 

59.3 

1937 

61.4 

1938 

60.3 

1939 

59.4 

1940 

59.9 

1941 

62.9 

1942 

69.7 

1943 

74.0 

1944 

75.2 

1945 

76.9 

1946 

83.4 

1947 

95.5 

1948 

102.8 

1949 

101.8 

1950 

102.8 

1951 

111.0 

1952 

113.5 

1953 

114.4 

1954 

114.8 

1955 

114.5 

1596 

116-2 

1957 

120.2 

1958 

123.5 

1959 

124.6 

1960 

126.4 

Source:  Department  of  Labor 
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APPENDIX  B.  CONSUMER  PRICE  INDEXES  FOR  MAJOR  EXPENDITURE 
CLASSES,  1950-94,  (FOR  ALL  URBAN  CONSUMERS;  1982-84=100) 


PERIOD 

ALL 

ITEMS 

PERIOD 

ALL 

ITEMS 

PERIOD 

ALL 

ITEMS 

1950 

24.1 

1965 

31.5 

1980 

82.4 

1951 

26.0 

1966 

32.4 

1981 

90.9 

1952 

26.5 

1967 

33.4 

1982 

96.5 

1953 

26.7 

1968 

34.8 

1983 

99.6 

1954 

26.9 

1969 

36.7 

1984 

103.9 

1955 

26.8 

1970 

38.8 

1985 

107.6 

1956 

27.2 

1971 

40.5 

1986 

109.6 

1957 

28.1 

1972 

41.8 

1987 

113.6 

1958 

28.9 

1973 

44.4 

1988 

118.3 

1959 

29.1 

1974 

49.3 

1989 

124.0 

1960 

29.6 

1975 

53.8 

1990 

130.7 

1961 

29.9 

1976 

56.9 

1991 

136.2 

1962 

30.2 

1977 

60.6 

1992 

140.3 

1963 

30.6 

1978 

65.2 

1993 

144.5 

1964 

31.0 

1979 

72.6 

1994 

148.2 

Source:  Department  of  Labor 
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APPENDIX  C.  BENDPOINTS  FOR  CALCULATING  PRIMARY  INSURANCE 

AMOUNT  (PIA) 


Eligibility  Year 

Bend  Points  for  AIME 

Sum  of  Percentage  Calculations  (Using  Full  Bend  Points) 

1979 

Up  through  $180 

90  percent  of  AIME 

$181  -$1085 

$162.00  plus  32%  of  excess  of  $180 

$1086  or  higher 

$451 .60  plus  15%  of  excess  of  $1085 

1980 

Up  through  $194 

90  percent  of  AIME 

$195 -$1171 

$174.60  plus  32%  of  excess  of  $194 

$1172  or  higher 

$487.24  plus  15%  of  excess  of  $1171 

1981 

Up  through  $211 

90  percent  of  AIME 

$212 -$1274 

$189.90  plus  32%  of  excess  of  $21 1 

$1275  or  higher 

$530.06  plus  15%  of  excess  of  $1274 

1982 

Up  through  $230 

90  percent  of  AIME 

$231  -$1388 

$207.00  plus  32%  of  excess  of  $230 

$1389  or  higher 

$577.56  plus  15%  of  excess  of  $1388 

1983 

Up  through  $254 

90  percent  of  AIME 

$255 -$1528 

$228.60  plus  32%  of  ecess  of  $254 

$1529  or  higher 

$636.28  plus  15%  of  excess  of  $1528 

1984 

Up  through  $267 

90  percent  of  AIME 

$268 -$1612 

$240.30  plus  32%  of  excess  of  $267 

$1613  or  higher 

$670.70  plus  15%  of  excess  of  $1612 

1985 

Up  through  $280 

90  percent  of  AIME 

$281  -$1691 

$252.00  plus  32%  of  excess  of  $280 

$1692  or  higher 

$703.52  plus  15%  of  excess  of  $1691 

1986 

Up  through  $297 

90  percent  of  AIME 

$298 -$1790 

$267.30  plus  32%  of  excess  of  $297 

$1791  or  higher 

$745.06  plus  15%  of  excess  of  $1790 

1987 

Up  through  $310 

90  percent  of  AIME 

$311  -$1866 

$279.00  plus  32%  of  excess  of  $3 1 0 

$1867  or  higher 

$776.92  plus  15%  of  excess  of  $1866 

1988 

Up  through  $319 

90  percent  of  AIME 

$320  -  $1922 

$287.10  plus  32%  of  excess  of  $319 

$1923  or  higher 

$800.06  plus  15%  of  excess  of  $1922 

1989 

Up  through  $339 

90  percent  of  AIME 

$340  -  $2044 

$305.10  plus  32%  of  excess  of  $339 

$2045  or  higher 

$850.,70  plus  15%  of  excess  of  $2044 

1990 

Up  through  $356 

90  percent  of  AIME 

$357 -$2145 

$320.40  plus  32%  of  excess  of  $356 

$2146  or  higher 

$892.88  plus  15%  of  excess  of  $2145 

1991 

Up  through  $370 

90  percent  of  AIME 

$371  -  $2230 

$333.00  plus  32%  of  excess  of  $370 

$2231  or  higher 

$928.20  plus  15%  of  excess  of  $2230 

1992 

Up  through  $387 

90  percent  of  AIME 

$388  -  $2333 

$348.30  plus  32%  of  excess  of  $387 

$2334  or  higher 

$97 1 .02  plus  1 5%  of  excess  of  $2333 

Source:  Social  Security  Administration 
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APPENDIX  D.  SOCIAL  SECURITY  COST  OF  LIVING  ADJUSTMENTS 

(COLA) 


CALENDAR  YEAR 

COST  OF  LIVING  ADJUSTMENT  (%) 

1979 

9.9 

1980 

14.3 

1981 

11.2 

1982 

7.4 

1983 

3.5 

1984 

3.5 

1985 

3.1 

1986 

1.3 

1987 

4.2 

1988 

4.0 

1989 

4.7 

1990 

5.4 

1991 

3.7 

1992 

3.0 

1993 

2.6 

1994 

2.8 

Source:  1995  Annual  Report  of  the  Board  of  Trustees  of  the  Federal  Old  Age  and 
Surivivors  Insurance  and  Disability  Insurance  Trust  Funds 
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APPENDIX  E.  LIFE  EXPECTANCIES  FOR  MEN  AT  AGE  65 


CALENDER  YEAR 

LIFE  EXPECTANCY  (YEARS) 

1982 

14.5 

1983 

14.3 

1984 

14.4 

1985 

14.4 

1986 

14.5 

1987 

14.6 

1988 

14.6 

1989 

14.8 

1990 

15.0 

1991 

15.1 

1992 

15.0 

1993 

15.1 

1994 

15.2 

Source:  1995  Annual  Report  of  the  Board  of  Trustees  of  the  Federal  Old  Age  and 
Surivivors  Insurance  and  Disability  Insurance  Trust  Funds 
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APPENDIX  F.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MINIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1982  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 


YEAR 

EARNINGS 

OASI 

OASI 

OASI 

CPI 

TAXES 

EMPLOYER 

EMPLOYEE 

(TAXES  PAID) 

ADJUSTMENT 

PAID  IN  PRESENT 

TAX  RATE 

TAX  RATE 

VALUE  DOLLARS 

1939 

$624 

1.000% 

1.000% 

$12.48 

$86.48 

$704.81 

1940 

$624 

1.000% 

1.000% 

$12.48 

$85.76 

$665.64 

1941 

$624 

1.000% 

1.000% 

$12.48 

$81.67 

$603.71 

1942 

$624 

1.000% 

1.000% 

$12.48 

$73.70 

$518.87 

1943 

$624 

1.000% 

1,000% 

$12.48 

$69.42 

$465.45 

1944 

$624 

1.000% 

1.000% 

$12.48 

$68.31 

$436.21 

1945 

$832 

1.000% 

1.000% 

$16.64 

$89.07 

$541.67 

1946 

$832 

1.000% 

1.000% 

$16.64 

$82.13 

$475.67 

1947 

$832 

1.000% 

1.000% 

$16.64 

$71.72 

$395.62 

1948 

$832 

1.000% 

1.000% 

$16.64 

$66.63 

$350.03 

1949 

$832 

1.000% 

1.000% 

$16.64 

$67.28 

$336.63 

1950 

$1,499 

1,500% 

1.500% 

$44.97 

$180.07 

$858.01 

1951 

$1,560 

1.500% 

1.500% 

$46.80 

$173.70 

$788.26 

1952 

$1,560 

1.500% 

1.500% 

$46.80 

$170.42 

$736.56 

1953 

$1,560 

1.500% 

1.500% 

$46.80 

$169.15 

$696.23 

1954 

$1,560 

2.000% 

2.000% 

$62.40 

$223.85 

$877.53 

1955 

$1,560 

2.000% 

2.000% 

$62.40 

$224.69 

$838.86 

1956 

$1,993 

2.000% 

2.000% 

$79.72 

$282.83 

1957 

$2,080 

2.000% 

2.000% 

$83.20 

$285.72 

$967.56 

1958 

$2,080 

2.000% 

2.000% 

$83.20 

$277.81 

$895.98 

1959 

$2,080 

2.250% 

2.250% 

$93.60 

$310.39 

$953.38 

1960 

$2,080 

2.750% 

2.750% 

$114.40 

$372.96 

$1,091.00 

1961 

$2,184 

2,750% 

2.750% 

$120.12 

$387.68 

$1,080.06 

1962 

$2,392 

2.875% 

2.875% 

$137.54 

$439.49 

$1,166.10 

1963 

$2,461 

3.375% 

3.375% 

$166.12 

$523.87 

$1,323.79 

1964 

$2,600 

3.375% 

3.375% 

$175.50 

$546.31 

$1,314.77 

1965 

$2,600 

3.375% 

3.375% 

$175.50 

$537.64 

$1,232.29 

1966 

$2,600 

3.500% 

3.500% 

$182.00 

$542.07 

$1,183.27 

1967 

$2,886 

3.550% 

3.550% 

$204.91 

$592.02 

$1,230.76 

1968 

$3,293 

3.325% 

3.325% 

$218.98 

$607,24 

$1,202.30 

1969 

$3,328 

3.725% 

3.725% 

$247.94 

$651.93 

$1,229.31 

1970 

$3,328 

3.650% 

3.650% 

$242.94 

$604.23 

$1,085.11 

1971 

$3,328 

4.050% 

4.050% 

$269.57 

$642.30 

$1,098.56 

1972 

$3,328 

4.050% 

4.050% 

•  $269.57 

$622.33 

$1,013,71 

1973 

$3,328 

4.300% 

4.300% 

$286.21 

$622.05 

$965.01 

1974 

$3,883 

4.375% 

4.375% 

$339.76 

$665.05 

$982.59 

1975 

$4,368 

4.375% 

4.375%  i 

$382.20 

$685.54 

$964.63 

1976 

$4,784 

4.375% 

4.375% 

$418.60 

$709.93 

$951.37 

1977 

$4,784 

4.375% 

4.375% 

$418.60 

$666.58 

$850.75 

1978 

$5,512 

4.275% 

4.275% 

$471.28 

$697.52 

$847.84 

1979 

$6,032 

4.330% 

4.330% 

$522.37 

$694.34 

$803.78 

1980 

$6,448 

4.520% 

4.520% 

$582.90 

$682.64 

$752.61 

1981 

$6,968 

4.700% 

4.700% 

$654.99 

$695.34 

$730.11 

1982 

$6,968 

4.575% 

$637.57 

$637.57 

$637.57 

$37,849.56 

41 
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APPENDIX  G.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MINIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1982  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


YEAR 

MIN.  WAGE 
EARNER 

INDEXING 

FACTOR 

INDEXED 

EARNINGS 

5  LOWEST 
EARNINGS 

EARNING 
YEARS  USED  + 

1951 

$1,560.00 

3.4937053 

$5,450.18 

$5,450.18 

1952 

$1,560.00 

3.2890641 

$5,130.94 

$5,130.94 

1953 

$1,560.00 

3.1150269 

$4,859.44 

$4,859.44 

1954 

$1,560.00 

3.0990354 

$4,834.50 

$4,834.50 

1955 

$1,560.00 

2.9621741 

$4,620.99 

* 

1956 

$1,993.00 

2.7685287 

$5,517.68 

$5,517.68 

1957 

$2,080.00 

2.6853904 

$5,585.61 

$5,585.61 

1958 

$2,080.00 

2.6619413 

$5,536.84 

$5,536.84 

1959 

$2,080.00 

2.5362934 

$5,275.49 

$5,275.49 

1960 

$2,080.00 

2.4405159 

$5,076.27 

$5,076.27 

1961 

$2,184.00 

2.3929568 

$5,226.22 

$5,226.22 

1962 

$2,392.00 

2.2788461 

$5,451.00 

$5,451.00 

1963 

$2,461.00 

2.2242986 

$5,474.00 

$5,474.00 

1964 

$2,600.00 

2.1369659 

$5,556.11 

$5,556.11 

1965 

$2,600.00 

2.0991689 

$5,457.84 

$5,457.84 

1966 

$2,600.00 

1.9803012 

$5,148.78 

$5,148.78 

1967 

$2,886.00 

1.8758133 

$5,413.60 

$5,413.60 

1968 

$3,293.00 

1.7551797 

$5,779.81 

$5,779.81 

1969 

$3,328.00 

1.6592871 

$5,522.11 

$5,522.11 

1970 

$3,328.00 

1.5808375 

$5,261.03 

$5,261.03 

1971 

$3,328.00 

1.5052054 

$5,009.32 

$5,009.32 

1972 

$3,328.00 

1.3708599 

$4,562.22  ! 

1973 

$3,328.00 

1.2901364 

$4,293.57 

« 

1974 

1 

$3,883.00 

1.2177478 

$4,728.51 

« 

1975 

j 

$4,368.00 

1.1330704 

$4,949.25 

$4,949.25 

1976 

$4,784.00 

1.0599318 

$5,070.71 

$5,070.71 

1977 

$4,784.00 

_ 

1.0000000 

$4,784.00 

* 

1978 

$5,512.00 

1.0000000 

$5,512.00 

$5,512.00 

1979 

_ 

$6,032.00 

1 

$6,032.00 

+  =  Used  by  Social  Security  to  compute  benefits 


PRESENT  VALUES; 


$122,098.73 

/276 

$442 

-180 

$262 

X.32 

$83.96 

+  162 

$245.96 

1979  at 

X  1.099 

$270.31 

X  1.143 

$308.97 

X  1.112 

$343.57 

1982  at 

xl2 

$4,122.88 

$51,451.92 

2% 

$44,706.39 

4% 

$41,814.62 

5% 

$39,194.83 

6% 

$36,816.34 

7% 
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APPENDIX  H.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MINIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1984  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 


YEAR 

EARNINGS 

OASI 

OASI 

OASI 

CPI 

TAXES 

EMPLOYER 

EMPLOYEE 

(TAXES  PAID) 

ADJUSTMENT 

PAID  IN  PRESENT 

TAX  RATE 

TAX  RATE 

VALUE  DOLLARS 

1941 

$624 

1.000% 

1.000% 

$12.48 

$79.35 

$646.72 

1942 

$624 

1.000% 

1.000% 

$12.48 

$79.35 

$615.92 

1943 

$624 

1.000% 

1.000% 

$12.48 

$74.74 

$552.50 

1944 

$624 

1.000% 

1.000% 

$12.48 

$73,55 

$517.80 

1945 

$832 

1.000% 

1.000% 

$16.64 

$95.90 

$642.99 

1946 

$832 

1.000% 

1.000% 

$16.64 

$88.43 

$564.64 

1947 

$832 

1.000% 

1.000% 

$16.64 

$77.22 

$469.62 

1948 

$832 

1.000% 

1.000% 

$16.64 

$71.74 

$415.50 

1949 

$832 

1.000% 

1.000% 

$16.64 

$72.44 

$399.60 

1950 

$1,499 

1.500% 

1.500% 

$44.97 

$193.87 

$1,018.49 

1951 

HEEEBSIHH 

1.500% 

1.500% 

$46.80 

$187.02 

$935.70 

1952 

1.500% 

1.500% 

$46.80 

$183.49 

$874.33 

1953 

$1,560 

1.500% 

1.500% 

$46.80 

$182.12 

$826.45 

1954 

$1,560 

2.000% 

2.000% 

$62.40 

$241.02 

$1,041.66 

1955 

$1,560 

2.000% 

2.000% 

$62.40 

$241.92 

$995.76 

1956 

$1,993 

2.000% 

$79.72 

$304,52 

$1,193.75 

1957 

$2,080 

2.000% 

2.000% 

$83.20 

$307.63 

$1,148.53 

1958 

$2,080 

2.000% 

2.000% 

$83.20 

$299.12 

$1,063.56 

1959 

$2,080 

2.250% 

2.250% 

$93.60 

$334.19 

$1,131.70 

1960 

$2,080 

2.750% 

2.750% 

$114.40 

$401.56 

$1,295.07 

1961 

$2,184 

2.750% 

2.750% 

$120.12 

$417,41 

$1,282.08 

1962 

$2,392 

2.875% 

2.875% 

$137.54 

$473.19 

$1,384.21 

1963 

$2,461 

3.375% 

3.375% 

$166.12 

$564.04 

$1,571.39 

1964 

$2,600 

3.375% 

3.375% 

$175.50 

$588.21 

$1,560.69 

1965 

$2,600 

3.375% 

3.375% 

$175.50 

$578.87 

$1,462.78 

1966 

$2,600 

3.500% 

3.500% 

$182.00 

$583.64 

$1,404.59 

1967 

$2,886 

3.550% 

3.550% 

$204.91 

$637.42 

$1,460.97 

1968 

$3,293 

3.325% 

3.325% 

$218.98 

$653.81 

$1,427.18 

1969 

$3,328 

3.725% 

3.725% 

$247.94 

$701.92 

$1,459.25 

1970 

$3,328 

3.650% 

3.650% 

$242.94 

$650.56 

$1,288.07 

1971 

$3,328 

4.050% 

4.050% 

$269.57 

$691.56 

$1,304.04 

1972 

$3,328 

4.050% 

4.050% 

$269.57 

$670.05 

$1,203.31 

1973 

$3,328 

4.300% 

4.300% 

$286.21 

$669.75 

$1,145.50 

1974  ; 

$3,883 

4.375% 

4.375% 

$339.76 

$716.05 

$1,166.37 

1975 

$4,368 

4.375% 

4.375% 

$382.20 

$738.11 

$1,145.06 

1976 

$4,784 

4.375% 

4.375% 

$418.60 

$764.37 

$1,129.32 

1977 

$4,784 

4.375% 

4.375% 

$418.60 

$717.70 

$1,009.87 

1978 

$5,512 

4.275% 

4.275% 

$471.28 

$751.01 

$1,006.42 

1979 

4.330% 

$522.37 

$747.58 

$954.12 

$6,448 

4.520% 

4.520% 

$582.90 

$734.99 

$893.39 

$6,968 

4.700% 

4.700% 

$654.99 

$748.67 

$866.67 

1982 

$6,968 

4.575% 

4.575% 

$637.57 

$686.46 

$756.83 

1983 

$6,968 

4.775% 

4.775% 

$665.44 

$694.17 

$728.88 

1984 

$6,968 

4.926% 

4.926% 

$686.49 

$686.49 

$686.49 
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APPENDIX  I.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MINIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1984  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


MIN.  WAGE 

INDEXING 

INDEXED 

5  LOWEST 

EARNING 

YEAR 

EARNER 

FACTOR 

EARNINGS 

EARNINGS 

YEARS  USED  + 

1951 

$1,560.00 

4.1010375 

$6,397.62 

$6,397.62 

1952 

$1,560.00 

3.8608222 

$6,022.88 

$6,022.88 

1953 

$1,560.00 

3.656311 

$5,703.85 

$5,703.85 

1954 

$1,560.00 

3.6377597 

$5,674.91 

$5,674.91 

1955 

$1,560.00 

3.477107 

$5,424.29 

* 

1956 

$1,993.00 

3.249799 

$6,476.85 

$6,476.85 

1957 

$2,080.00 

3.1522083 

$6,556.59 

$6,556.59 

1958 

$2,080.00 

3.1246829 

$6,499.34 

$6,499.34 

1959 

$2,080.00 

2.9771928 

$6,192.56 

$6,192.56 

1960 

$2,080.00 

2.8647657 

$5,958.71 

$5,958.71 

1961 

$2,184.00 

2.8089391 

$6,134.72 

$6,134.72 

1962 

$2,392.00 

2.6749918 

$6,398.58 

$6,398.58 

1963 

$2,461.00 

2.610962 

$6,425.58 

$6,425.58 

1964 

$2,600.00 

2.5084478 

$6,521.96 

$6,521.96 

1965 

$2,600.00 

2.4640803 

$6,406.61 

$6,406.61 

1966 

$2,600.00 

2.324549 

$6,043.83 

$6,043.83 

1967 

$2,886.00 

2.2018974 

$6,354.68 

$6,354.68 

1968 

$3,293.00 

2.0602933 

$6,784.55 

$6,784.55 

1969 

$3,328.00 

1.9477312 

$6,482.05 

$6,482.05 

1970 

$3,328.00 

1.8556441 

$6,175.58 

$6,175.58 

1971 

$3,328.00 

1.7668645 

$5,880.13 

$5,880.13 

1972 

$3,328.00 

1.6091648 

$5,355.30 

* 

1973 

$3,328.00 

1.5144087 

$5,039.95 

♦ 

1974 

$3,883.00 

1.4294363 

$5,550.50 

* 

1975 

$4,368.00 

1.330039 

$5,809.61 

$5,809.61 

1976 

$4,784.00 

1.2441863 

$5,952.19 

$5,952.19 

1977 

$4,784.00 

1.1738361 

$5,615.63 

* 

1978 

$5,512.00 

1.0874789 

$5,994.18 

$5,994.18 

1979 

$6,032.00 

1 

$6,032.00 

$6,032.00 

1980 

$6,448.00 

1 

$6,448.00 

$6,448.00 

1981 

$6,968.00 

1 

$6,968.00 

+  =  Used  by  Social  Security  to  compute  benefits 


PRESENT  VALUES: 


$155,327.55 

/300 

$518 

-211 

$307 

X.32 

$98.16 

+  189.9 

$288.06 

1981  at 

X  1.112 

$320.33 

X  1.074 

$344.03 

X  1.0353 

$356.07 

1984  at 

xl2 

$4,272.85 

$53,005.66 

2% 

$46,094.85 

4% 

$43,129.59 

5% 

$40,441.73 

6% 

$38,000.15 

7% 
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APPENDIX  J.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MINIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1992  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 


EARNINGS 


OASI 


EMPLOYER 


TAX  RATE 


OASI 


EMPLOYEE 


TAX  RATE 


CPI 

TAXES 

ADJUSTMENT 

PAID -PRESENT 

VALUE  DOLLARS 


$2,078.18 


$1,986.61 


$2,381.61 


$2,291.40 


$2,121.87 


$2,257.81 


$2,583.74 


$2,557.82 


$3,113.68 


$2,918.34 


$2,802.24 


$2,914,73 


$2,847.31 


$2,911.29 


$2,569.78 


$2,400.69 


$2,285.35 


$2,326.98 


$2,284.46 


$2,253.06 


$2,014.76 


$2,007.87 


$1,903.54 


$1,782.36 


$1,729.07 


$1,509.92 


$1,454.16 


$1,369.59 


$1,329.57 


$1,243.15 


$1,142.27 


$1,110.95 


$967.43 


$1,016.66 


$1,042.53 


$990.08 
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APPENDIX  K.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MINIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1992  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


- 1 

HH 

HH 

BJI33S5S! 

H 

fsmm\ 

EARNING 

■■1 

B9I 

YEARS  USED  + 

■■■1 

||HH|HI 

zn 

i^HHI 

■nswi 

H2SS331HI 

Hi! 

HHHI 

9IES^!HI| 

HSSSEHI 

HI 

HI 

IHSIQSSEiHl 

E^ESHI 

^9 

9:fgg!?H 

^H 

$9,156.20 

HH 

9^S£H 

9|Hj 

^9 

$9,109.20 

Kl^EEH 

^91 

$8,706.91 

MllM: 

KHESEEH! 

■.n>4rdt:r.vB 

^9i 

$10,396.46 

j^H' 

lasSH 

HblkklLjH 

himshhi 

$9,940.13 

$9,564.76 

H3EIIIEH 

KEESSHI 

HEE&I^HH 

wmmm 

HIE^SE^H 

KsSMsIH 

wmsmm 

^EmSHH 

■ESH 

KS^SCSH 

HBEEE1!!HI 

ITIWH 

h^^shh 

H3SEEIH 

■turnifciiifei 

kekhhi 

HHSillEHi 

HESS 

gVI:{;fdfi!W 

HEHEHI 

BtlcliVikiil 

wmmem 

92BESH 

hs^h 

mrnmm 

wmmm 

^KIEKE!I!Hi 

HEHI 

hh 

mssam 

$9,912.87 

H^H 

91SESH 

IBlSSSSi 

nm^ 

KEZEdSSH 

$9,438.61 

HR55mi 

HkVicH 

HESEdSSH 

iHH 

iHH 

mmmm 

^msH 

MICTI 

iHH 

IHH 

HEI^EHH 

HB3M 

H2SE331H 

1^9 

IH 

HEE^^Ii 

H^S 

Hi 

19IB 

HEE^HSHH 

HE^B 

911 

HH 

iHH 

IHEEESE^H 

HES9 

1^9 

HH 

IH 

mm\%im 

HB^^fHH 

MUrS 

91 

IHI 

$9,682.40  1 

HEIH 

1^9 

IKSSSIH 

Hi! 

MglfUUTl 

IH 

IKSdEEH 

HKEEEZS^H 

HSUH 

j^H 

H^^IESH 

HH 

IH 

K^^^H 

HEEHI 

IH 

Kfssai 

HdSE^SI^H 

HEdS 

91 

IKTXnifiH 

91 

IHH 

\wmEKm 

hi^^h 

liHEE^EH 

HESS 

HI 

^Hi 

IBggkIimi 

IHH 

IBVJtUrjKH 

^i^DI^H 

HESS 

HH 

IKS^I^H 

IBIirei!?! 

IH 

HHHH 

HSHi 

911 

IK^SEH 

HH 

IHH 

\mmmm 

9m^9i 

HESS 

91 

llWiy 

^9 

1 

IK^EdSH 

iiiiim^^ 

HEEUfl 

911 

I9i 

1 

lES^SH 

HBIH 

HTITB 

H!*MI 

Hi 

1 

IKSJKH 

HHHH 

+  =  Used  by  Social  Security  to  compute  benefits 


S318.372.79 
/396 
$804 
-339 
$465 
X.32 
$148.79 
+  3Q5.1 
$453.89 


X  1.054 
$500,89 


1989  at  age  62 


X  1.037 

$519.42  1992  at  age  65 

xl2 

$6,233.02 


PRESENT  VALUES: 


$80,089.77 

2% 

$69,301.18 

4% 

$64,696.66 

5«A 

$60,536.68 

6% 

$56,769.85 

T/o 
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APPENDIX  L.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MINIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1994  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 


YEAR 

OASI 

OASI 

OASI  1 

CPI 

TAXES 

EMPLOYER 

EMPLOYEE 

ADJUSTMENT 

PAID  IN  PRESENT 

TAX  RATE 

TAX  RATE 

VALUE  DOLLARS 

1951 

$1,560 

1.500% 

1.500% 

$46.80 

$266.76 

$2,174.01 

1952 

$1,560 

1.500% 

1.500% 

$46.80 

$261.73 

$2,031.42 

1953 

$1,560 

1.500% 

1.500% 

$46.80 

$259.77 

$1,920.19 

1954 

$1,560 

2.000% 

2.000% 

$62.40 

$343.78 

$2,420.21 

1955 

$1,560 

2.000% 

2.000% 

$62.40 

$345.06 

$2,313.56 

1956 

$1,993 

2.000% 

2.000% 

$79.72 

$434.36 

$2,773.58 

1957 

$2,080 

2.000% 

2.000% 

$83.20 

$438.80 

$2,668.51 

1958 

$2,080 

2.000% 

2.000% 

$83.20 

$426.65 

$2,471.09 

1959 

$2,080 

2.250% 

2.250% 

$93.60 

$476.68 

$2,629.40 

1960 

$2,080 

2.750% 

2.750% 

$114.40 

$572.77 

$3,008.98 

1961 

$2,184 

2.750% 

2.750% 

$120.12 

$595.38 

$2,978.79 

1962 

$2,392 

2.875% 

2.875% 

$137.54 

$674.95 

$3,216.09 

1963 

$2,461 

3.375% 

3.375% 

$166.12 

$804.53 

$3,650.99 

1964 

3.375% 

3.375% 

$175.50 

$839.00 

$3,626.12 

1965 

3.375% 

3.375% 

$175.50 

$825.69 

$3,398.63 

1966 

$2,600 

3.500% 

3.500% 

$182.00 

$832.48 

$3,263.43 

1967 

$2,886 

3.550% 

3.550% 

$204.91 

$909.19 

$3,394.43 

1968 

$3,293 

3.325% 

3.325% 

$218.98 

$932.57 

$3,315.92 

1969 

$3,328 

3.725% 

3.725% 

$247.94 

$1,001.20 

$3,390.43 

1970 

$3,328 

3.650% 

3.650% 

$242.94 

$927.95 

$2,992.72 

1971 

$3,328 

4.050% 

4.050% 

$269.57 

$986.42 

$3,029.81 

1972 

$3,328 

4.050% 

4.050% 

$269.57 

$955.74 

$2,795.79 

1973 

$3,328 

4.300% 

4.300% 

$286.21 

$955.32 

$2,661.47 

1974 

$3,883 

4.375% 

4.375% 

$339.76 

$1,021.36 

$2,709.96 

1975 

$4,368 

4.375% 

4.375% 

$382.20 

$1,052.83 

$2,660.44 

1976 

$4,784 

4.375% 

4.375% 

$418.60 

$1,090.27 

$2,623.87 

1977 

$4,784 

4.375% 

4.375% 

$418.60 

$1,023.70 

$2,346.35 

1978 

$5,512 

4.275% 

4.275% 

$471.28 

$1,071.21 

$2,338.32 

1979 

$6,032 

4.330% 

4.330% 

$522.37 

$1,066.33 

$2,216.82 

1980 

$6,448 

4.520% 

4.520% 

$582.90 

$1,048.37 

$2,075.70 

1981 

$6,968 

4.700% 

4.700% 

$654.99 

$1,067.87 

$2,013.64 

1982 

$6,968 

4.575%  ' 

4.575% 

$637.57 

$979.15 

$1,758.42 

1983 

$6,968 

4.775% 

4.775% 

$665.44 

$990.15 

$1,693.49 

1984 

$6,968 

4.926% 

4.926% 

$686.49 

$979.19 

$1,594.99 

1985 

$6,968 

5.200% 

5.200% 

$724.67 

$998.11 

$1,548.39 

1986 

$6,968 

5.200% 

5.200% 

$724.67 

$979.89 

$1,447.75 

1987 

$6,968 

5.200% 

5.200% 

$724.67 

$945.39 

$1,330.26 

1988 

$6,968 

5.530% 

5.530% 

$770.66 

$965.44 

$1,293.79 

1989 

$6,968 

5.300% 

5.300% 

$738.61 

$882.76 

$1,126.64 

1990 

5.600% 

5.600% 

$859.04 

$974.06 

$1,183.98 

1991 

$8,606 

5.600% 

5.600% 

$963.87 

$1,048.79 

$1,214.11 

1992 

$8,840 

5.600% 

5.600% 

$990.08 

$1,045.83 

$1,153.03 

1993 

$8,840 

5.600% 

5.600% 

$990.08 

$1,015.43 

$1,066.20 

1994 

$8,840 

5.260% 

5.260% 

$929.97 

$929.97 

$929.97 

\^m 
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APPENDIX  M.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MINIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1994  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


BBI 

IH 

BB 

^Bil 

mB 

mB 

luy:ViCMCLfai 

HHHI 

BBI 

mHIBBI 

BB 

HBHI 

IBB^B 

IBI 

mB 

mB 

miBIB 

HI 

biesesb 

mi 

BB 

H^H 

BB 

BB 

Hcrasii 

mm 

^mi^B 

HSSISBH 

B)IMW! 

mB 

HEg!igll 

IB 

miHB 

HSSS^^I 

BB 

BT^SBi 

^m 

mB 

^^imH 

mmsc^BB 

BISSS&Bi 

mB 

mB 

i.Hfc!r>g!ll 

Bmsisi^i 

BB 

^m 

mmmm 

BB 

mg{:Miltli 

BSSB 

BB 

B^HSCSB 

11^1' 

BSfESBi 

mB 

ESDeSHI 

^^HBri 

BOH^SBI 

besb 

E^!9B 

BB: 

m»4v&yjM 

BB 

IHI^^I 

B!TIB 

BB 

B^IBB 

mB' 

BB 

KiscmB 

■BSB 

BB 

B^LIUB 

mB 

mB 

mB^^i 

BES^I 

BB 

BB 

»rAfcf.i:tfcy[ 

BB 

mBi^B 

BBH^SEBB 

B[SSB 

m 

m^f»K>i.m 

nwagiEi 

^^mBB 

M»"MH  M 

HSSB 

1^1 

BiJ!iMi!iB 

^m 

BE^H 

^m 

iuium 

BBSSSEH 

HS^B 

i^i 

mssscBi 

^m 

MBsssm 

^m 

E&SSZB 

^H^IB 

IHl 

BB 

BIMH 

BB 

BTIKIMi 

mB^^B 

BIHB 

BB 

BB 

BB 

wmmm 

imi^^B 

KSn^ESH 

B^JUj^KB 

mB 

mB 

mmm 

imBH 

HSU^BI 

HSSB 

^m 

EQSSIEB 

IH 

EHESSSI 

^^m^B 

HESB 

BB 

BTfSB 

^m 

BB 

wmipm 

B^^^B 

■E3B 

BB 

mwmm 

im 

BB 

wmmm 

mBi^^i 

mill 

IH 

mmi^^B 

im^i^HB 

HESB 

mB 

B^lcVJ:|iIim 

maiiwd 

mB 

mi^^^i 

IBUSSHH 

HESB 

BB 

BSHSESB 

^m 

mMmwm 

mB 

mmmm 

BB^^B 

BHESSSIH 

■SBI 

mB 

B'ZMMB 

BB 

IBSSI 

HI 

KM4lr>IPI 

BI^BB 

ICSSBEH 

HESS9 

BZSSXSB 

BD3S9i 

IBI 

ESSEB 

BBB^I 

^B]]S3E^B 

■ESB 

iiH 

E3SSB 

imi 

BB 

KT55IS 

BBBH 

BESESSHB 

B!\iB 

i^i 

;BB 

HKI 

iBB 

mmmm 

BBBH 

HM^BB 

■^B 

mB 

iBSESSBB 

imi 

BB 

S!mEM 

BBBH 

mcs^BBi 

HSISB 

BB 

BB 

^Bi 

CEESEB 

BBBH 

BOEE^BB 

\mmmm 

imB 

^m 

^Bi 

BB 

HI^IB 

■^EB 

BSSSHEB 

BB 

mH 

BXSEB 

imu^iB 

BISS 

HI 

i»f»m 

IBB 

^m 

EiSSI 

IB^^BI 

BB 

IBTfMS 

IBB 

^mi 

lEii^a 

I^^BIBI 

BIBS^EIH 

■S03I 

mB 

IBB 

[■■Kutwai 

^mm 

imscssB 

HiB^B 

^^B^BI^B 

HSISB 

IHI 

■T^SSIPIB 

BB 

gmmiB 

mHBBBI 

BBSS 

mi 

mmmm 

IBB 

i^m 

nv^nis 

HHi^l 

^^BBBH 

i^m 

\mmmm 

mm 

IHBB 

BB 

IBBBB 

BI^^BBB 

HISSEB 

i^mi 

[B^ZESB 

IH 

IBBH 

HI 

IIHBBB 

H^BBBI 

BS3B 

■■ 

IHBBI 

HI 

\mmmm 

IBBBH 

BHBBB 

+  =  Used  by  Social  Sccnirity  to  compute  benefits 

$364,284.98 


/420 

$867 

-370 

$497 

X. 32 
$159.15 

+  333 

$492.15  1991  at  age  62 

X  1.037 

$510.36 

XI. 03 
$525.67 
X  1.026 

$539.34  1994  at  age  65 

xl2 

$6,472.06 


PRESENT  VALUES: 


$84,111.60 

2% 

$72,660.85 

4% 

$67,782.38 

5% 

$63,379.74 

6% 

$59,397.37 

7% 
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APPENDIX  N.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MAXIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1982  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 


YEAR  EARNINGS 


OASI 

OASI 

EMPLOYER 

EMPLOYEE 

TAX  RATE 

TAX  RATE 

CPI 


ADJUSTMENT 


TAXES 


PAID  IN  PRESENT 


VALUE  DOLLARS 


$3,388.50 


$3,200.21 


$2,902.45 


$2,494.56 


$2,237.72 


$2,097.15 


$1,953.14 


$1,715.15 


$1,426.52 


$1,262.11 


$1,213.82 


$1,717.16 


$1,819.06 


$1,699.75 


$1,606.68 


$2,025.06 


$2,258.46 


$1,953.72 


$1,809.18 


$716.29 

$2,200.10 

$860.68 

$2,517.70 

$852.04 

$2,373.75 

$881.92 

$2,340.00 

$1,021.76 

$2,581.95 

$1,008.58 

$2,427.27 

$992.57 

$2,274.99 

$1,376.02 

$3,003.68 

$2,847.83 


$2,881.20 


$2,543.22 


$2,574.74 


$2,741.39 


$3,131.63 


$3,340.23 


$3,113.85 


$3,042.64 


$2,934.22 


$2,722.55 


$3,051.49 


$3,023.06 


$3,111.98 


$2,964.60 
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APPENDIX  O.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MAXIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1982  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


■■i 

1  MAX.  WAGE 

INDEXING 

SLOWEST 

EARNING 

K5S1M 

IHI 

FACTOR 

EARNINGS 

EARNINGS 

YEARS  USED  + 

1 

_ 

d 

HIMih 

IBSSSEEH 

IHI 

IH 

^■BB 

$12,577.34 

IH 

IM 

$11,840.63 

HU 

IBl^EESH 

I^H 

mmimm 

HI 

■ESI 

HH 

$3,600.00 

HI 

HH 

$4,200.00 

2.9621741 

$12,441.13 

$12,441.13 

BH 

$4,200.00 

2.7685287 

$11,627.82 

$11,627.82 

'HI 

$4,200.00 

2.6853904 

$11,278.64 

$11,278.64 

m^jji 

$4,200.00 

HI 

HHTSn^H 

$11,714.48 

$4,800.00 

$11,486.19 

$4,800.00 

2.2788461 

$10,938.46 

$4,800.00 

2.2242986 

$10,676.63 

4t 

■IBB 

$4,800.00 

* 

1  1965 

$4,800.00 

2.0991689 

$10,076.01 

$6,600.00 

1.9803012 

$13,069.99 

$6,600.00 

$12,380.37 

1  1968 

$7,800.00 

HEHSH 

$13,690.40 

$7,800.00 

HH^HI 

11^1: 

$12,942.44 

$7,800.00 

^Hl 

$12,330.53 

$12,330.53 

BESB 

$7,800.00 

1.5052054 

$11,740.60 

$11,740.60 

B^l 

$9,000.00 

1.3708599 

$12,337.74 

$12,337.74 

$10,800.00 

HI 

$13,933.47 

$13,200.00 

j^H 

HBHEHII 

$16,074.27 

$14,100.00 

HI 

■■I 

$15,976.29 

MiWM 

$15,300.00 

IHI 

HI 

$16,216.96 

BEB9 

$16,500.00 

HI 

$16,500.00 

■EES 

$17,700.00 

1.0000000 

d 

$17,700.00 

$17,700.00 

1979  1 

_ 

$22,900.00 

1 

d 

$22,900.00 

+  -  Used  by  Social  Seciirity  to  confute  benefits 


$302,427.75 
/276 
$1,096 
4085 
$11 
X.15 
$1.61 
+  451.6 

$453.21  1979  at  age  62 

X  1.099 
$498.08 
X  1.143 
$569.31 
xUI2 

$633.07  1982  at  age  65 

xl2 

$7,596.83 


PRESENT  VALUES;  $94,805.32  2% 

$82,376.02  4% 

$77,047.65  5% 

$72,220.42  6% 

$67,837.81  7% 
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APPENDIX  P.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MAXIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1984  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 
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APPENDIX  Q.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MAXIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1984  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


MAX.  WAGE 

SLOWEST 

EARNING 

YEAR 

EARNER 

EARNINGS 

EARNUNGS 

YEARS  USED  + 

HHHHI 

$3,600.00 

4.1010375 

iieM.iui 

MUM 

wmma 

$13,898.96 

1953 

$3,600.00 

$13,162.72 

$13,162.72 

1954 

$3,600.00 

$13,095.93 

* 

1955 

$4,200.00 

3.477107 

$14,603.85 

$14,603.85 

$4,200.00 

3.249799 

$13,649.16 

3.1522083 

$13,239.27 

$13,239.27 

3.1246829 

$13,123.67 

$13,123.67 

2.9771928 

$14,290.53 

$4,800.00 

2.8647657 

$13,750.88 

$4,800.00 

2.8089391 

$13,482.91 

$13,482.91 

1962 

$4,800.00 

D> 

1963 

$4,800.00 

$12,532.62 

1964 

$4,800.00 

2.5084478 

$12,040.55 

• 

mmsm 

$4,800.00 

EEBI 

$11,827.59 

MUM 

$6,600.00 

2.324549 

$15,342.02 

$6,600.00 

2.2018974 

iilEKleWHf 

■EB 

mmma 

hbeskh 

mMiktiPa 

ElHkkfclil 

MIIIB 

KHESHH 

1.8556441 

$14,474.02 

IhiariM 

1.7668645 

$13,781.54 

$13,781.54 

BDSSi 

1.6091648 

$14,482.48 

$14,482.48 

msMsm 

1.5144087 

$16,355.61 

■tCTI 

$18,868.56  1 

1.330039 

lilHKlBlAtllM 

■BOB 

tik^Elikl 

$19,036.05 

1977 

$16,500.00 

$19,368.30 

$19,368.30 

1978 

$17,700.00 

1.0874789 

$19,248.38 

j 

$19,248.38 

wmiABm 

$22,900.00 

1 

$22,900.00 

mmm 

1 

mmm 

$29,700.00 

1 

$29,700.00 

+  =  Used  by  Social  Security  to  compute  benefits 


$402,271.30 

/300 

$1,341 

-1274 

$67 


X.15 
$10.04 
+  530.06 

$540.10  1981  at  age  62 

xl.112 
$600.59 
xlJ)7_4 
$645.03 
X  1.0353 

$667.61  1984  at  age  65 

xl2 

$8,011.27 


PRESENT  VALUES: 


$99,381.57 

2% 

$86,424.34 

4% 

$80,864.70 

5% 

$75,825.17 

6% 

$71,247.39 

1% 
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APPENDIX  R.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MAXIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1992  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 


EARNINGS 


OASI 

OASI 

EMPLOYER 

EMPLOYEE 

TAX  RATE 

TAX  RATE 

CPI 


ADJUSTMENT 


1.000% 


1.500% 


1.500% 


1.500% 


1.500% 


2.000% 


2.000% 


2.000% 


2.000% 


2.000% 


2.250% 


2.750% 


2.750% 


2.875% 


3.375% 


3.375% 


3.375% 


3.500% 


3.550% 


3.325% 


3.725% 


3.650% 


4.050% 


4.050% 


4.300% 


4.375% 


4.375% 


4.375% 


4.375% 


4.275% 


4.330% 


4.520% 


4.700% 


4.575% 


4.775% 


4.926% 


5.200% 


5.200% 


5.200% 


5.530% 


5.300% 


5.600% 


5.600% 


5.600% 


1.000% 


1.500% 


1.500% 


1.500% 


1.500% 


2.000% 


2.000% 


2.000% 


2.000% 


2.000% 


2.250% 


2,750% 


2.750% 


2.875% 


3.375% 


3.375% 


3.375% 


3.500% 


3.550% 


3.325% 


3.725% 


3.650% 


4.050% 


4.050% 


4.300% 


4.375% 


4.375% 


4.375% 


4.375% 


4.275% 


4.330% 


4.520% 


4.700% 


4.575% 


4.775% 


4.926% 


5.200% 


5.200% 


5.200% 


5.530% 


5.300% 


5.600% 


$60.00 


$90.00 


$108.00 


$108.00 


$108.00 


$144.00 


$168.00 


$168.00 


$168.00 


$168.00 


$216.00 


$264.00 


$264.00 


$276.00 


$324.00 


$324.00 


$324.00 


$462.00 


$468.60 


$518.70 


$581.10 


$569.40 


$631.80 


$729.00 


$928.80 


$1,155.00 


$1,233.75 


$1,338.75 


$1,443.75 


$1,513.35 


$1,983.14 


$3,409.35 


$3,724.06 


$4,118.40 


$4,368.00 


$4,555.20 


$4,977.00 


$5,088.00 


$5,745.60 


$352.73 


$523.94 


$582.78 


$571.79 


$567.51 


$751.05 


$879.49 


$866.56 


$838.80 


$815.58 


$1,041.40 


$1,251.32 


$1,238.77 


$1,282.21 


$1,485.53 


$1,466.36 


$1,443.09 


$2,000.57 


$1,968.40 


$2,091.20 


$2,221.48 


$2,058.94 


$2,188.68 


$2,446.86 


$2,934.92 


$3,217.38 


$3,301.00 


$3,342.54 


$3,256.49 


$3,832.43 


$3,986.56 


$4,309.02 


$4,802.53 


$5,028.73 


$5,370.00 


$5,591.52 


$5,625.83 


$5,902.56 


$5,756.83 


$6,167.62 


$6,160.84 


TAXES 


PAID -PRESENT 


VALUE  DOLLARS 


$2,874.60 


$4,066.62 


$4,025.39 


$3,804.98 


$4,795.80 


$5,018.95 


$4,626.86 


$4,284.55 


$5,210.33 


$5,962.49 


$5,621.58 


$5,541.65 


$5,748.33 


$5,387.70 


$7,113.39 


$6,665.70 


$6,823.33 


$6,022.93 


$6,097.58 


$6,492.24 


$7,416.41 


$7,374.30 


$7,205.66 


$6,948.91 


$6,447.62 


$7,226.62 


$7,159.29 


$7,369.88 


$7,020.85 


$7,450.30 


$7,429.72 


$7,556.12 


$7,493.17 


$7,174.60 


$6,664.25 


$6,799.80 


$6,468.88 


$6,216.00 
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APPENDIX  S.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MAXIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1992  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


MAX.  WAGE 

5  LOWEST 

EARNING 

WM 

EARNINGS 

YEARS  USED  + 

HH 

1951 

$3,600.00 

6.5828712 

$23,698.34 

$23,698.34 

1952 

$3,600.00 

6.1972845 

$22,310.22 

$22,310.22 

1953 

$3,600.00 

5.869362 

$21,129.70 

$21,129.70 

1954 

$3,600.00 

5.8392307 

$21,021.23 

« 

1955 

$4,200.00 

5.5813554 

$23,441.69 

$23,441.69 

1956 

$4,200.00 

5.2164869 

$21,909.24 

$21,909.24 

1957 

$4,200.00 

5.0598371 

$21,251.32 

$21,251.32 

1958 

$4,200.00 

5.015654 

$21,065.75 

$21,065.75 

1959 

$4,800.00 

4.7789071 

$22,938.75 

$22,938.75 

1960 

$4,800.00 

4.5984422 

$22,072.52 

$22,072.52 

1961 

$4,800.00 

4.5088309 

$21,642.39 

$21,642.39 

1962 

$4,800.00 

4.2938225 

$20,610.35 

1963 

$4,800.00 

4.1910436 

$20,117.01 

* 

1964 

$4,800.00 

4.0264907 

$19,327.16 

m 

1965 

$4,800.00 

3.9552731 

$18,985.31 

* 

1966 

$6,600.00 

3.7313014 

$24,626.59 

$24,626.59 

1967 

$6,600.00 

3.5344244 

$23,327.20 

$23,327.20 

1968 

$7,800.00 

3.3071255 

$25,795.58 

$25,795.58 

1969 

$7,800.00 

3.1264438 

$24,386.26 

$24,386.26 

1970 

$7,800.00 

2.9786283 

$23,233.30 

$23,233.30 

1971 

$7,800.00 

2.8361217 

$22,121.75 

$22,121.75 

1972 

$9,000.00 

2.5829866 

$23,246.88 

$23,246.88 

1973 

$10,800.00 

2.4308866 

$26,253.58 

$26,253.58 

1974 

$13,200.00 

2.2944914 

$30,287.29 

$30,287.29 

1975 

$14,100.00 

2.1349415 

$30,102.68 

$30,102.68 

1976 

$15,300.00 

1.9971332 

$30,556.14 

$30,556.14 

1977 

$16,500.00 

1.8842091 

$31,089.45 

$31,089.45 

1978 

$17,700.00 

1.7455909 

$30,896.96 

$30,896.96 

1979 

$22,900.00 

1.6051721 

$36,758.44 

$36,758.44 

1980 

$25,900.00 

1.4725351 

$38,138.66 

$38,138.66 

1981 

$29,700.00 

1.3378622 

$39,734.51 

$39,734.51 

1982 

$32,400.00 

1.268053 

$41,084.92 

$41,084.92 

1983 

$35,700.00 

1.2091488 

$43,166.61 

$43,166.61 

1984 

$37,800.00 

1.1420161 

$43,168.21 

$43,168.21 

1985 

$39,600.00 

1.0953484 

$43,375.80 

$43,375.80 

1986 

$42,000.00 

1.0637744 

$44,678.52 

$44,678.52 

1987 

$43,800.00 

1 

$43,800.00 

$43,800.00 

1988 

$45,000.00 

1 

$45,000.00 

$45,000.00 

1989 

$48,000.00 

1 

$48,000.00 

+  =  Used  by  Social  Security  to  compute  benefits 


PRESENT  VALUES: 


$962,590.90 
/396 
$2,431 
-2044 
$387 
2UL5 
$58.02 
+  850.7 
$908.72 
X  1.047 
$951.43 
X 1.054 

$1,002.80 
X  1.037 

$1,039.91 

xl2 

$12,478.90 

$160,344.68 

$138,745.25 

$129,526.72 

$121,198.19 

$113,656.75 


1989  at  age  62 


1 992  at  age  65 


2% 

4% 

5% 

6% 

7% 
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APPENDIX  T.  PRESENT  VALUE  OF  TAXES  PAID  FOR  A  MAXIMUM  WAGE 
EARNER  RETIRING  AT  AGE  65  IN  1994  (ASSUMING  A  5  PERCENT  REAL 

INTEREST  RATE) 


EARNINGS 


OASI 

OASI 

EMPLOYER 

EMPLOYEE 

TAX  RATE 

TAX  RATE 

CPI 


ADJUSTMENT 


$108.00 


$108.00 


$108.00 


$144.00 


$168.00 


$168.00 


$168.00 


$168.00 


$216.00 


$264.00 


$264.00 


$276.00 


$324.00 


$324.00 


$324.00 


$462.00 


$468.60 


$518.70 


$581.10 


$569.40 


$631.80 


$729.00 


$928.80 


$1,155.00 


$1,233.75 


$1,338.75 


$1,443.75 


$1,513.35 


$1,983.14 


$2,341.36 


$2,791.80 


$2,964.60 


$3,409.35 


$3,724.06 


$4,118.40 


$4,368.00 


$4,555.20 


$4,977.00 


$5,088.00 


$5,745.60 


$5,980.80 


$6,216.00 


$6,451.20 


$6,375.12 


$615.60 


$603.98 


$599.46 


$793.34 


$929.01 


$915.35 


$886.04 


$861.51 


$1,100.04 


$1,321.78 


$1,308.52 


$1,354.41 


$1,569.18 


$1,548.93 


$1,524.34 


$2,113.22 


$2,079.24 


$2,208.95 


$2,346.57 


$2,174.87 


$2,311.92 


$2,584.64 


$3,100.18 


$3,472.03 


$3,398.55 


$3,486.87 


$3,530.75 


$3,439.85 


$4,048.23 


$4,211.04 


$4,551.65 


$4,552.89 


$5,072.95 


$5,311.89 


$5,672.37 


$5,906.36 


$5,942.61 


$6,080.98 


$6,514.90 


$6,566.01 


$6,616.39 


TAXES 


PAID  IN  PRESENT 


VALUE  DOLLARS 


$5,016.93 


$4,687.88 


$4,431.21 


$5,585.09 


$6,228.81 


$5,388.34 


$4,989.70 


$6,067.84 


$6,943.79 


$6,546.78 


$6,453.69 


$7,120.98 


$6,694.38 


$6,274.40 


$8,284.10 


$7,762.74 


$7,854.29 


$7,946.31 


$7,014.18 


$7,101.12 


$7,560.74 


$8,637.00 


$9,212.32 


$8,587.96 


$8,391.56 


$8,092.56 


$7,508.77 


$8,337.57 


$8,582.81 


$8,176.33 


$8,676.46 


$8,652.50 


$8,799.71 


$8,726.39 


$8,361.85 


$8,355.39 


$7,761.04 


$7,533.53 


$7,239.03 
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APPENDIX  U.  PRESENT  VALUE  OF  BENEFITS  RECEIVED  FROM  A 
MAXIMUM  WAGE  EARNER  RETIRING  AT  65  IN  1994  (ASSUMING  A  5 
PERCENT  REAL  INTEREST  RATE) 


rn 

EARNER 

HHH 

^hhhh 

BH 

BHBH 

HBHH 

bbbbb 

BBI^B^^B 

BH 

BS^^H 

KiEm 

K^ESEBB 

hishehi 

ESSESB 

HTEISiaEHi 

HESS 

BSfflEBI 

Ksssmi 

hhssiebB 

HlljS 

HB 

kbihh 

MMSm 

* 

1 

immm 

hi^eeeh 

H[^uuESBi 

HE^B 

HSSSSEHI 

mxiantwjtm 

B'vri'siiga 

HiJdrS 

K2BEB1 

Basra?! 

w^mrnm 

BESIEEESBi 

H^H 

H2SBH 

Bsma 

Kuiv;:gi>a 

^K^SZBB 

BEESB 

$4,800.00 

HSEEH 

HCS^SEE^B 

BBS 

$4,800.00 

BIJBB 

HSSSaOSBi 

HESS 

H2BE3B 

rnmmM 

i51fMJB 

HS^HHI 

HEHI 

KmSZIiH 

wssssm 

• 

HESS 

BBlSEBi 

ginyiHriij.-i 

... 

HIMB 

hsseh 

* 

BSHi 

HUIEEEEHI 

bbeesb 

mm 

Hi 

^^^^bhb 

HES9 

BQ3S1QEEH 

■QIBEB 

Bl^^^BB 

H^B 

HMKH 

HESB 

BGBEEBI 

EKH 

^BEIES^H 

HE^l 

HSESEEHI 

mxmm 

us^sisUL^il 

HEEBI 

WOfmTSM 

EFESnSB 

H^IBZH 

HESS 

BQ3!!3!E&fli 

wmmM 

iMm 

bbsieeebh 

HIEHi 

B^^SEIBi 

mimai 

^b^ssbb 

HEISB 

B*B^l 

*TJ!I55KB 

H^^IS^BB 

HSZB 

HSXE^Bi 

1975 

KSHEEB 

HEISS^H 

1976 

B35ESXEB 

dSSSSEI 

$33,330.49  1 

HSBI 

BISBEH 

BESS^m 

HSEB 

Bl.l>!}4:Va 

IHI 

K;kuvi« 

BBKHB 

HS^B 

ese^eeb 

IHHIXEBZ^B 

HSEB 

:BH 

BBSO^BSH 

HSIB 

HB 

Bggggfl 

^^B 

BESSEHBI 

H^H 

hb 

BCEEI^BB 

HESB 

BH 

BH 

eseezb 

j 

BESKE^BI 

H^!B 

hb 

l!m4':gga 

BCBSE^Bfl 

HEE9 

■msB 

BH 

Birj?r:'fii;a 

EHSOB 

hzb&ubb 

HEBI 

_ j 

BH 

BSSBl 

BH 

eesbh 

HS!Bi 

Bffssrsi 

BH 

HKISQSHi 

HTITB 

llllllllll 

B!a.!»M>!B 

msmm 

BH 

\wmimm 

[HEE^SHB 

lllllllllll 

B^ISEEB 

1 

imrmmm 

BEEHB^H 

H^!B 

ilB 

KtiltMifiM 

bh 

1 

l»«miiiiiiJ 

HinSHSH 

1  1991 

BS&SHB 

HB 

1 

lisnsB 

+ = Used  by  Social  Security  to  compute  benefits 


51,172.835.57 

/420 

$2,792 


$562 


X.15 
$84.37 
+  928.2 
$1,012.57 
X  1.037 
$1,050.03 
xl.03 
$1,081.54 
X  1.026 
$1,109.66 
xl2 

$13,315.87 


1991  at  age  62 


1994  at  age  65 


PRESENT  VALUES: 


$173,054.51  2% 

$149,495.30  4% 

$139,458.14  5% 

$130,399.98  6% 

$122,206.49  7% 
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